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Six Month.
Ended June 30,
1M2 1"3

(Unaudited)

SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOUOATEO STATEMENTS OF OPERATIONS
(In thouNnds)

ThrM Month.
Ended Ve.,. Ended

December 31. December 31.
1110 1111 1992

$39,698 $58,544 $26,484 $30,180

REVENUES:
Advertising revenues, net of agency commis­

sions of $1,600. $6.738. $10.011, $4,436
and $5,100, respectively .

Revenues realized from barter arrangements
(Note 1) .

Net broadcast revenues .

$ 9,181

1,024
10,205.

5,~ 8.8CHS
45.358 67,349

4,406

34.586

OPERATING EXPENSES:
Program and production (Note 1) .
Selling, general and administrative .
Amortization of program contract costs and net

realizable value adjustments .
Depreciation and amortization of property and

equipment .
Amortizatton of acquired intangJble broadcalt­

ing assets and other assets (Notes 1 and
11) " .

Special bonuses to be paid to executive of-
ficers (Note 14) ..

Broadcast operating income .

OTHER INCOME (EXPENSE):
Interest expense (Notes 3, 4, 8 and 11) .
Interest income .
Other income (Note 12) ..

3,488
2,960

1,196

332

237

8,213
1,992

(1,402)
94
56

(1,252)

13,380 17,454
11.807 13,663

9,711 16,288

2,051 2.654

6.316 11.978

43,265 62,037
2.093 5,312

(8,895) (12,997)
461 1,117

__1.;.;:0;..:,,1 90
(8,333) (11,790)

8,518
5,953

7.084

1.352

6,431

29,338
1,432

(6,620)
573
52

(5,915)

8.921
5,n8

4,889

1.207

5,761

10.000
36,556
(1,970)

(5,783)
545
861

(4,377)

198

(6,240) (6,478) (4,583) (6,347)

8ao837

(4,860) (5,289) (3,728) (5,467)

(288)

452

740

sm

INCOME (LOSS) BEFORE (pROVISION) BEN-
EFIT FOR INCOME TAXES .

(PROVISION) BENEFIT FOR INCOME TAXES
(Note 7) ..•.........•....................

NET INCOME (LOSS) BEFORE EXTRAOROI·
NARYITEM .

EXTRAORDINARY ITEM - GAIN ON
PURCHASE OF WARRANTS.(Note 3) .

NET INCOME (LOSS) .

Th~ accompanying notes are an integral part of theM conaoUdated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(Note 1)

(In thousandS)

BALANCE. September 30, 1990 .
Net income .

BALANCE, December 31, 1990 .
Net loss .

BALANCE, December 31, 1991 .
Realization of deterred gain .
Net loss .

BALANCE, December 31, 1992 .
Realization of deterred gain .
Net loss .

BALANCE, June 30, 1993 .

Common
~

$7

7

7

7

AdcIItIoNl'
Paid-In
~
$ 132

132

132
4,576

4,708
25

Retained
!ami...

(Accumulated
Deficit)

$ 1,017
452

1,469
(4,660)

(3,191)

(5,289)
(8,480)

(5,269)
$(13,749)

Total
Stockholder.'

!!!!!!l
$1,156

452
1,608

(4,660)

(3,052)
4,576

(5,289)

(3,765)
25

(5,289)
$(9,009)

The accompanying notes are an integral part of these consolidated statements•

•
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousand.)

Th.... Uomh.
Ended VHrlEnded Six Month. Ended

Dee"""31, December 31, Jun, 30,

.!.!!!! 1"1 1992 !!!! 1993
(Un,udlttd)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) ......................... $ 452 $(4,660) $ (5,289) $(3,726) $ (5,269)
Adjustments to reconcile net income (los.) to

net cash flows from operating activities-
Amortization of program contract costs and

net realizable value adjustments ........ 1,196 9,711 16,288 7,084 4,889
Depreciation and amortization of property

and eqUipment ....................... 332 2,051 2.654 1,352 1,207
Amortization of acquired intangible broad-

casting assets and other assets ........ 237 6,316 11,978 6,431 5,761
Realization of deferred gain .............. (117) (21) (105) (52) (54)
Amortization of debt discount ............ 610 2,096 916 1.035
Gain on life insurance proceeds .......... (844)
Gain on purchase of warrants ............ (198)

Changes in aaets and liabilities, net of effects
of acquisitions and dlspositions-
(Increase) decrease in accounts receivable,

net •..............................••. (n3) (4,800) (3,831) 473 2,181
(Increase) decrease in refundable income

taxes ................................ (266) (670) (822) (813) 226
(Increase) dlCl'Ule in prepaid expenses

and other current usets ............... (780) (2,837) (2,939) (679) 1,912
(Increue) decrease in deferred tax asset (390) (300) 700
(Increase) decrease in other assets and ac-

quired intangible broadcasting assets ... (740) (5,144) 2.601 (1,424)
Increae (dlCl'UM) in accounts payable and

accrued liabilities ..................... 3,188 2.932 (5.873) (6,928) (727)
Increase in special bonuses to be paid to

executive officIra ..................... 10,000
(Deere..) increae In income taxes pay-

able ................................. (18) 257 (172) (358) (186)
Deere.1 in deterred taxes payable ...... (80) (756) (306) (149) (1,450)
Net effect of cIWIge In deferred barter reve-

nun and change in deferred barter costs 124 (175) (318) (3)
Payments on program contracts payable .. (1,171) (4,888) (10,42D (4,819) (3.941)

Net cash 1Iows from operating aetMtles ... $1•• $(2.284) $ 5,235 $(1,088) $13,815

The accompanying notes are an Integral part of these consolidated statements.
•
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STAT!MENTS OF CASH FLOWS
(in thou_nett)

Th.... Month.
Ended V,.r. Ended Six Month. Ended

Dtcembtr 31, December 31, June 30,

!!!! l!!! 1992 1112 1993
(Uneudlted)

NET CASH FLOWS FROM OPERATING ACTIVI-
TIES ...................................... $1,586 $ (2,264)$ 5,235 $(1 ,068) $13,815

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and equipment ......... (1,730) (426) (194) (95)
Loans to officers and affiliates, net of noncash

item of $1,496 in 1991 ..................... (70) (653) (809) (699) (123)
Repayments of loans to officers and affiliates .. 231 109 184 15 102
Acquisition of WPGH, Inc..................... (55,000)
Proceeds from life insurance benefits .......... - 1,075--

Net cash flows from Investing activities ...... .-ill (57,274) (1,051 ) (878) 959

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from not.. payable and commercial

bank financing, net of noncash items of $15,006
and $3,061 in 1990 and 1991, respectively ... 4,549 n,258 25,037 8,036 3,150

Issuance of warrants ........................ 11,606
Purchase of warrants ........................ (1,350)
Repayments of noteI payable, commercial bank

financing and cap;glleases ................ (2,844) (30,641) (23,891) (1,567) (17,154)
Repayments of notes and capital leases payable

to affiliates ................................ (SO) (1,068) (4,88V (4,780) (128)
Net cash flows from financing activities ...... 1,655 57,155 (3,741) (1,689) (15,482)

Net increase (decrease) in cash and cash
equivalents ............................. 3,402 (2,383) 443 (257) (708)

CASH AND CASH EOUIVALENTS, beginning of
period ••••••••••••••••••••••••• I ••••••••••• -1!1 3,763 1,380 1,380 1,823

CASH AND CASH EOUIVALENTS, end of period . $3,783 S 1,380 S 1,823 S 1,123 $ 1,115

SUPPLEMENTAL DISCLOSURE OF CASH PAID
FOR:
Interest .................................... S334 $ 5,604 $13,192 $ 7,357 $ 4,592

Incom................................... $ 415 $ 362$ 489 $ 81 $ 535

The~g not.. are an integr81 pM of th.. coneotldated statem.nts.
..
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATEO FINANCIAL STATEMENTS

OECEMBER 31, 1990, 1991 AND 1992, JUNE 30, 1992 (UNAUDITED) AND 1993

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

The accompanying consolidated financiai statements, prepared on the accrual basis of accounting,
include the accounts of Sinclair Broadeat Group, Inc. (SBG), Commercial Radio Institute. Inc. (CRI),
Chesapeake Television, Inc. (WBFF), WPGH, Inc. (WPGH) and WTTE Channel 28. Inc. (WTTE) and
all other subsidiaries. Through August 1993, CAl was. wholly-owned subsidiary of SSG, and WSFF,
WPGH and WTTE are wholly-owned subsidiaries of CRI. In September 1993, CRI was merged into
SBG.

On September 30. 1990, SBG issued notes payable to former SSG majority owners in the aggre­
gate amount of $14,215,000 in considendion of stock redemptions. Through the notes, the former
majority owners have subordinated security int.,... in all of the assets of the Companl... The notes
include stated interest rates of 8.75%, although the 8ff11ctive intentlt rate approximates 9.4%, and are
personally guaranteed by the current stOCkholderl of SSG. ~ at December 31, 1991 and 1992, SSG
had prepaid approximatety $689,000 and ~,OOO at the relllted Interest. The notes are due May 31,
2005. The stOCk redemption was accounted for under the "push-down" method of accounting, as
substantially all of the common stock of SSG beeline owned by a management control group through
the above-described redemption of approximately 73% of SBG's common stock and the tran.-ctIon
described below. The purchase price was aIocMed baled upon the fair value of the assets and liabil­
ities of the Company and resulted in additional recorded acquired intangible broadcasting assets of
$13,759,000.

The accompanying financial statements reflect the results of operations of SBG and subsidiaries
since the redemption date of September 30, 1990, reflecting a new buls at accounting as a result of
the application of "pUsh-down" accounting. Information prior to September 30, 1990, represent the
financial results of the "predecessor" of SSG and sublldlarie•. The companies mentioned above, as
well as the predeceaor, which are collectivelyr~ to hereafter as "the Company or Companies",
own and operate television stations in Baltimore. Maryland; Pittsburgh, Pennsylvania; and Columbus,
Ohio.

Princ~~sofConsoH~n

All significant intereomp8l1Y transactions and account bal8I1Cft have been eHmtnated /n consolida­
tion.

Cash and Cash EquIveIents

Cash and cash equivalents conI/it of cash and overnight Inveltmentl at a c:ommercI8I bank.

Programming

The Companlea have agreementI withd~ far 1M rtghta to t*vIIIon programrntng aveK
contract perioda which~ run from one to ....~. Connct paymMtI .. made In IMtaII­
ments over terms that ..~ shorter thwI lie conti.. period. Each COlltilet Is recorded II •
liability When the Ilcenee period begina Md the pnIINm II ...... for Ita ftrIt showing. The portion of
the program contraeta payable due within one 'fWI1a~ II a current IIabIItty In the accomPIIIY­
ing conSOfldatld ftnandaa statemen1I.

The rightS to program m.......... nIftected In 1he accompenyIng consolidated b*nce Iheets at
the lower of unamorttzed cost or esttmated net reaMzllble value. EstImated net rMIIZabIe vMIes are
based upon management's expectation of future advertising revenu.. to be generated by the program
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material. Amortization of program contract costs is generally computed under either the straight-line
method based on license period or based on usage, whichever yields the greater amortization for each
program. Program contract costs to be amortized in the succeeding year are classified as current
assets.

Amortization expense and net realizable value adjustments were $1,196,000, $9,711,000 and
$16,288.000 for the three months ended December 31, 1990, and the years ended December 31, 1991
and 1992. respectively, and $5.084,000 and $4,888,000 for the six months ended June 30, 1992 and
1993. respectively. Due to programming commitments entered into in 1992, certain program contracts
acquired in connection with the WPGH acquisition were subsequently determined to have no value to
the Companies. Approximately $3.000.000 of charges were included in amortization of program con­
tract costs and net realizable value adjustments during 1992 related to these contracts.

WBFF. WlTE and WPGH are aft'lliated with the Fox Broadcasting Company (Fox). Under the
affiliation agreements and SUbsequent renew"', WBFF, WTTE and WPGH are committed to make
available certain time periods for Fox progrwnmlng through October 15, 1998. in exchange tor adver­
tising air time and other defined compen,*". Net revenuee related to these atnllatlon agreements
were approximately $1,411,000. $6.348,000, $10,618,000, $4.450.000 and $6.032.000, respectively,
during the three months ended December 31, 1990, the years ended December 31, 1991 and 1992.
and during the six months ended June 30. 1992 and 1993.

Barter Arrangements

The Companies broadcast certain custom.,.' advertfsing In exchange tor equipment, merchandise
and services. The estimated fair value of the equipment, merchandise or servtces to be recet/Id Is
recorded as deferred barter costs and the corresponding obllgatfon to broadcast advertlling Is recorded
as deferred barter revenues. The deterred barter COIlS are expensed or capitalized as they are used.
consumed or received. Deferred barter revenues are recognized as the related advertising is aired.

Certain program contracts provide for the exChange of advertising air time in lieu of cash payments
for the rights to such programming. These contractl are recorded as the programs are aired at the
estimated fair value of the advertising air time given in exchange tor the program rights.

Other Assets

Other assets primarily relate to the $6,000.000 term note. prepaid noncompete agreements and
deferred financing costa (see Note 11).

Acquired Int8ngib/e Broadcasting Assets

Acquired IntMgIbIe broadcaItIng ...... t*ng II'nOItiZId over pertodI of 3 to 40 v-a. Thue
amounts result from the acquialtion of minority I"..... In 1911 II'Id the stock rec:s.nptionIln 1988 and
1990 (see Note-11). II well as the acquilitton of WPGH (Me Note 13). The weighted average. of the
related assets which Include goodwtll and the WPGH FCC 1Icenae, decaying aclvertIllng base. Fox
affiliation agreement and other intangible assets is approXimately 9 years.

Interim Financial Statements

The consolidated flft8I1cial statem8ntI for the • month8 ended June 30, 1_.. unaudited. but
in the opinion of management, such financial haw~ preelnted on the .... basil as
the audited financial statements and include ~, conIiItIng only of normal recurring adjust-
ments necessary for a fair presentation of the flnana.l poIttton and reeultl of operations tor that period.
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2. PROPERTY AND EQUIPMENT:

Property and equipment are stated at cost, less accumulated depreciation. Depreciation is com-
puted under the straight-line method over the following estimated useful lives:

Buildings and improvements 10 - 35 years
Station equipment 5 - 10 years
Office furniture and equipment 5 - 10 years
Leasehold improvements.. . . . . . . . . . . .. . . . . . . 10 - 31 years
Automotive equipment 3 - 5 years
Property and equipment under capitaJ Jease Shorter of 10 years

or the lease term

Property and equipment consists of the following as of December 31, 1991 and 1992 and June 30,
1993 (in thousands):

Land and improvements .
Buildings and improvements .
Leasehold improvements .
Station equipment ..
Otrtc:e furnItUre and equipment .
Automotive equipment .
Property. equipment and autos under capi-

talJeases .

Less- Accumulated depreciation and am-
ortization .

oec.....'31. June 30,
!!!! .!!!! 1!!!

$ 578 $ 578 $ 578
2,993 2,993 2.993
2,128 2,139 2.164
8,173 8.455 8.329
1,422 1,500 1,608

311 307 307

7.631 7,672 7,672
23,238 23,644 23,851

7,284 9.918 11,099
$15,952 $13,726 $12,552

3. NOTES PAYABLE AND COMMERCIAL BANK FINANCING:

In order to obtain the necessary financing to purchUe WPGH. CRI reflnancect its prevIoully exist­
ing $25.000,000 term "* on August 30. 1991. The relUlting ••000.000 secured debt facility con­
sists of $80.000,000 In *"' I<*'Is with annual rec:ludlon. In equal quarterly lnat8IIrnents which began
on September 30. 1912. The $80,000.000 term loan conliltl of two trancttes which are payable over
73 to 76 month. and Inctudel a $57,000,000 in..... rate hedging provilion. The lenders have aile
made available a $15,000,000 senior secured revolving line of credit. A portion of this facility was
restricted in use to seMce C8I18in obligations to previous minority stoekhofders as descrlbecl In Note 11.
Under these loan agrwments. the Company is rettrictecl from declaring or paying dMdenda. As dis­
cussed in Note 14. additional restrictions have been applied subsequent to June 30. 1993.

CAl hu the optton to elect interest rates among various bale rates plus C8f1IIn percentagea over
the bale rat8, whtch ftuctuIIte depending upon operating cash flows. The agreement Impe.e. V8ri0us
restrictiona Md covenMIa on the Companies induding certai'I resb'IcIIona as to diIpoIiIonI and pur­
chases of aue1I.d~s and purch.... of businellel. additional indebtMtn..,~.. of
indebtedness, iuuance or re<*l1ptlona of common 1IOCk, addItlonailoana to ....... and the mainte­
nance of certain f1nancllll ratios and cash now requirernenll. An awIIablllty tee of 112'11t per annum on
any unborrowed committed amount is payable quaIterIy. AdcIIIIonaIIy. a prepayment ... exiItI within
the first 36 mo~s for any permanent reduction in the total commitment.

Average interest I'IteIlncurred under the term loan during 1991. 19921f'1d the six rnonthI ended
June 30, 1992 and 1993 were 10.2%. 9.5%. 9.8% and 9.3%. respectlvely. Effective interelt rates,
including the amortiZation of debt discount and deferred financing costs were 13.8%. 13.1%, 13.3%
and 13.6%, respectively.
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For the revolver portion of the secured debt facility, average borrowings and the highest borrow­
ings outstanding were approximately $2,000,000 and $3,000,000 during 1991, $10,000,000 and
$13,000,000 during 1992, $10.000.000 and $12,000,000 during the six months ended June 30. 1992,
and S8,l 00,000 and $13,000,000 during the six months ende,d June 30, 1993, respectively. The aver·
age interest rate and highest interest rate were 9.5% and 10.0% during 1991, 7.4% and 8.5% during
1992, 7.6% and 8.5% during the six months ended June 30, 1992, and 6.3% and 8.0% during the six
months ended June 30, 1993, respectively.

Under the previous secured revolving credit facility, average borrowings and the highest borrow·
ings outstanding were $500,000 and $2,500,000 dUring 1991. The average interest rate and highest
interest rate during 1991 were 9.1 % and 9.6%.

In conjunction with the refinancing discussed above, CRI also entered into a warrant agreement
with the bank. The warrants were valued at $1',607,000 in accordance with an independent appraisal
and were recorded as warrants outstanding with a corresponding reduction to the face amount of the
commercial bank financing. The warrant value is being amqrtiDd as debt discount expense over the
term of the debt. Amortization of debt discount expenH was $610. $2.096. $916 and $1,035 for the
years ended December 31, 1991 and 1992 and the six months ended June 30, 1992 and 1993.

This agreement provided the bank an option to convert the warrants to 15% of the iSSUed and
outstanding shares of common stock of WPGH at the occurrence 01 certain triggering events, or at the
expiration date of August 30, 200f. On June 15, 1983, the Company purchased 13.33% of the warrants
outstanding for $850.000. The difference between the carrytng value of the warrants and the purchase
price, net of related expenses of 5500,000, was recorded as an extraordinary gain.

The warrants were puttable for cash baNd on predefined formulas after certain triggering events.
Triggering events for put rights of the warrants are defined as the earlier of September 30, 1993, the
date upon which the outstanding debt becomes due or is refinanced. a merger or consolidation of CRI
or WPGH, a sale, leue or other disposition of all or subltantially all of the assets of CRI or WPGH or
their subsidiaries, any change in control or if it become.legaJly burdensome to hold such warrants. The
warrants were callable after March 31, 1994.

The warrant agreement includes certain restriction. which prohibit WPGH from issuing any pre­
ferred stock or stock rights. Further, among other rNtrictive covenants, WPGH may not repurchase,
redeem or otherwise acquire any share. of common ItIock of any ctua. other than from present share­
holders. CRI may not Incur, at any time, any If1debt\Idnea which In the aggregate Is in excess of
$125.000,000. WPGH and Its subsidiaries are r.-tcted from Incurring. at any time. any Indebtedness
which, in the aggregma, il in excess of $58,500,000. The warrInt holders also had the right to partic­
ipate in any saJ.. of WPGH's stock on a pro-rata bMie and .,.,. in the proceedl of certain uset or
stock sales SUbsequent to the redemption of the WMW'1tI.

In September 1983, the Company purchaled the remaining werrBnts outsUlndlng for $9,000,000.
The carrying vaJue of the. warrants as of June 30. 1993. was $10,059.000.
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Notes payable and commercial bank financing consisted of the following as of December 31, 1991
and 1992, and June 30, 1993 (in thousands):

December 31.
1ge1 1992- -

'June 30.
1993

1,000 13.000 5.500

503 448 415

5,759 4,231 3,905

87.262 89,012 76,151
(10,996) (8,900) (7,865)

76,266 80,112 68,286
(7,606) (10,734) (10,813)

$68,660 $69,378 $57,473

Current portion .

Less - Unamortized debt discount .

Secured debt facility payable to a commercial bank, interest
ranging among various base rates plus certain percent-
ages above the base rate $80,000 $71.333 $66.331

Secured revolving credit facility payable to a commercial
bank, interest ranging among various base rates plus
certain percentages above the base rate .

Mortgages payable to various financial institutions, interest
ranging from 12% to 15% .

Unsecured installment notes to former minority stockhold­
ers of,CRI and WBFF. interest ranging from 7% to 18% .

Notes payable, as of June 30, 1993, mature as follows (in thousands):

1993 .
1994 .
1995 .
1998 .
1997 .
1998 .
1999 and thereafter .

$ 5.384
10,879
13,039
13,163
33,486

12
188

$76,151

Substantiatly all of the Companies' UMtI haw bien pledged .. security for notes payBIe and
commercial bank ftnlnClng. In addltfon. the stoekhoIderI haYI pledged their stock In SSG to the com­
mercllIJ bMk and haYI .....-d mortgagee and MCUIIy .,.,..,.... we8 .. the ".000.000 note
recttfyed from the sate of WPTT as dHeribed In NcM • (held by fornw SSG mlljorlty stocIchoIderI
effective March 1, 1913), .. additional co"...,..,. Fu...... CUMIngham ConvrtunfcIIIIo Inc.
(Cunnlngham).1<eyHr Inulttnent Group, Inc. (Kev-r), and Gnt8II Development LimItlId PMnenhip
(Gerstel). lUI buIin••••• that are owned and colltroled by the 1tOCkhoIderI. were req'*'d to gueran-
tee obIIgPb-. to the carnrnen:iaI bank. Cunn.....,. Keyaer. and~ I8ncIorda of the
Company'. opeedllg 1UbeIdtMes. The guarlU1tHe of CunningtWn, Keyur, and G secured
by ptedg.e of ........1IIIIIy lUI of the aaeetI of MCh corporation.

The unI8CUNdII~ noteI payMfe to former rNnarIy ItOCkhoIderI are~ in semian­
nual payments of $702.000 thfOWgh 1987. Should S8G ex«cIIe the right to prepay the notel. a pre­
payment penalty not to exceed $940,000 also becom8I due to the notehoIdn.

F-12



I

4. NOTES AND CAPITAL LEASES PAYABLE TO AFFILIATES:

Notes and capital leases payable to affiliates, resulting from the transactions described in Notes 1,
8 and 11. consisted of the following as of December 31, 1991 and 1992, and June 30, 1993 (in
thousands):

Dec.mber 31 , Jun. 30,
1993

Subordinated installment notes payable to former majority
owners, interest at 8.75%, principal payments in varying
amounts due annually beginning October 1991, with a
balloon payment due at maturity .

Notes payable to former officer as described in Note 11,
interest at 16% .

Unsecured note payable to former officer, interest at prime
rate plus 1% .

Capital lease for building, interest rate 17.5% .

Capital leases for broadcasting tower facilities, interest rate.
averaging 10% .

Current portion .

$13,309 $13,117 $13,117

4,363

120

1,705 1.689 1,671

1,672 1,476 1,366
21,169 16.282 16,154

4,888 320 354
$16,281 $15,962 $15,800

Notes and capital leases payable to affiliates, as of June 30, 1993, mature as followS (In thou­
sands);

1993 .
1994 .
1995 .
1996 .
1997 .
1998 .
1999 and thereafter .

Total minimum payments due .

Len- Amount representing interest on capital
leases) .............................•.....

$ 405
1,331
1,365
1,398

894
672

12,032

18,097

$ 1,943

$16,154

5. PROGRAM CONTRACTS PAYABLE:

Futuna payments required under program contrad8 paYllb'e • of June 30, 1993, are 81 foHows (in
thousandl):

1983 .
1994 ....................................•.
1 .
19ge ...................................•..
1997 .1.n thereafter ...•...........•........•

l.eII-Current portion ................•.....•

Long-term portion of program contracts payable.
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$ 8,153
8,884
4,903

820
211

3t
20,820

(11,521)

$ 9.291



Included in the 1993 amounts are payments due in arrears of $1,746,000. In addition, the Compa­
nies have entered into noncancelable commitments for future program rights aggregating $14,700.000
as of June 30, 1993. As is consistent with prior years, program contracts payable and the assets
related to these commitments have not been recognized in the accompanying consolidated financial
statements as all of the conditions specified in the related license agreements have not been met.

6. LOANS TO OFFJCEAS AND AFFIUATES:

On September 30, 1990, SSG sold Channel 63, Inc. (WIIS) to certain SSG stockholders. The
proceeds of this sale of $1,500,000 consisted of a note which wu amended and restated on June 30,
1992. The remaining principal balance at that date waI approXimately $1,459,000 and is payable in
equal principal and interest installments of $16,000 untt/ September 2000, on which date a balloon
payment of approximately $431,000 is due. The note earns 6.88% annual interest.

Also during the three months ended December 31, 1990, the years ended December 31, 1991 and
1992, and the six months ended June 30, 1992 and 1983, the Companl.. loaned the SBG stockholders
an additional $70,000, $400,000, $809.000, $899.000 and $122.000, respectively. The 1992 and 1993
advances included 5183.000 and $71,000 of accrued interest. The loans are payable to SSG on de­
mand and earn Interest at rates ranging from prime plus 1% to 7.9%.

During 1990, WSFF sold certain station equipment to an afftflate for $512,000. The sale is ac­
counted for on an installment basis since the atftIate is in the start-up phase. The note is to be paid
over five years and eams annual interest at 11%. In connection with the start-up of this amllate, the
Company loaned $3 mHllon to certain SBG stOCkholders. This note Is accruing Interest at prime plus 1%
and requires quarterty principal repayments of the remaining balance over six years beginning May 1,
1994. As of June 30. 1993, the balance outstanding was approximately $2.493,000.

7. INCOME TAXES:

s......... 1ndId
.MIl aD,

!!!! !!!!
(UftMIdIIM)

v..1ndId
D.u.... '1,

SSG. including Its consolidated subsldlarl.., files consolidated federal income tax returns and
separate company state tax returns.

In February 1992, the Financial Accounting Standards Board issued Statement of FII'18I1CiaI Ac­
counting Standards No. 109, "Accounting for Income Tax..... The Company retroacUvely adopted the
new accounting and dllclosure rules effective January 1, 1990, resulting In an inere... In net Income of
5390.000 and 5291,000 in the years ended December 31, 1991 and 1992, respectively, from what
woUld have been reported under the previous method.

The provision (benefit) for income taxes consists of the following (In thousands):
1'I'tfw .......

!MIN
D.u",,1,

!!!!

Current
Federal •......................... , $300 $ (392) $ (858) $(884) $(180)
State ............................. -H (42) 275 -!.Q! ~

..1Y (434) (583) (n5) ..illQ)
Deferred

Federal ........................... (64) (988) (573) (49) (600)
State ..................... '!....... ~ (158) (33) ...JW ..illQ)

--1!D (1,146) (8Q!) ...Jg) ..ill2>
$218 $(1,580) $(1,181) $(83n $(880)
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(254)
235

(337)

1,800
(166)

$ (880)

63
243

408

!JS>

Six Month. Ended
June 30.
~ 1"3

(unaudited)

$(1551) $(2,1 S8)

160
484

(119)
430

VM,. Ended
December 31,

1"1 1m

$(2,122) $(2,203)

_=23....1 370
$(1,580) $(1,189)

34
95

$252

Three Month.
Ended

December 31,
1910

The following is a reconciliation of the statutory federal income taxes to the recorded provision
(benefit) (in thousands):

Statutory federal income taxes .
Adjustments -

State income taxes, net of federal effect.
Goodwill amortization .
Nontaxable gain on life insurance pro-

ceeds .
Portion of tax loss carryforward gener·

ated recorded as a valuation allowance
Other .
Provision (benefit) for income taxes .

Six MontM Indtd
June ••

!!!! 1113
(unMldlted)

v... 1ndtd
DeoemIMr 31.

1!!! 1!!!

During the six months ended June 30, 1993, the Company generated taxable 10SHa of approxi­
mately $7,300.000, resulting in a deferred tax asset of $2,793,000. The total deferred tax asset as of
June 30, 1993 of $2,400,000 required an addltfonal valuation allowance of $1,800,OOO-the amount by
Which the net deferred tax asset exceeded the deterred tax liability.

Temporary differencls between the financial reporting carrytng amounts and the tax baIfs of as­
sets and liabilities give rise to deferred tax••. The principal sources of temporary difference. and th.lr
effects on the provision (benefit) for deferred income taxIS are as follOWl On thOusands):

ThrMMonIN.....
D......... 31.

!!!!

Program contract amortization and net re-
alizabl. valu. adjustm.nts ............ $(163) $ (844) $(853) . $(405) $ 328

Depreciation and amortization............ 66 169 (220) (117) (210)
Sad debt reserves ...................... (24) 14 (37) (18) (20)
Tax credit carryforwards generated ....... (450)
Loss carryforward for tax purposes ...... (2.793)
Capital I.... accounting ................ 21 66 100 49 60
Deferr.d gain recognition ................ (27) 34 34 17 15
Deferred commission recognition ...... ,. . (280) 89 44
Oth.r ................................. 47 (515) 731 368 70
Increase in valuation reserve ............ 1,800

$ (80) $(1,158) $(601) S (82) $ (750)

..
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June 30.
1993

December 31!
1991 1992

Total deferred tax assets and deferred tax liabilities as of December 31, 1991 and 1992. and June
30, 1993, and the sources of the difference between financial accounting and tax bases of the
Company's assets and liabilities which give rise to the deferred tax assets and deferred tax liabilities
and the tax effects of each are as tallows (in thousands):

Deferred Tax Assets:
Tax credit carryforwards .
Loss carryforward for tax purposes .
Accounts receivable .
Deferred commissions .
Program contracts , .
Other , .
Valuation allowance .

Deferred Tax Uabilities:
FCC license .
Property and equipment .. , .. , .
Capital lease accounting , , .
Other , .

$ $ 450

152 189
415 326

1,187 2,041
646 394

(600) (600)
$1,800 $2.800
=

$1,557 $1,493
1,380 1,138

155 254
~ 665
$3,156 $3,550

$ 450
2,793

208
282

1.325
186

(2,400)
$2.844

$1,461
960
315

~
$2,844

8. RELATED PARTY TRANSACTIONS:

Certain of the Companies have entered into~•••eback traneaetlonl In which they sold certain
facilities to Cunningham Communications, Inc. (CuI'1triftOham), a corporation owned by various SSG
stockholders, and then leased the factlltiHunder noncancetlble capftaI leasel which expire in 1997
and 1998. These .... collateralize certain CunninOhllm noteI payable. Aggregate rental payments
related to these capital I.... during the three montha ended December 31, 1990, the years ended
December 31, 1991 and 1992. and the six months ended June 30, 1992 and 1993, were $168.000,
$285,000, $354,000, $173,000 and $182,000, respectively.

In August 1991, WSFF entered into a ten ye. ClPla/lease at approximately $300,000 per year for
a new administrative and studio facility with Keyser. a corporation owned by the SeG stockholders.

Effective August 30, 1991, SaG sold IUbItMtiIlIty all of the UHt8 of CRI which Mre primarily
represented by the PIttIDurgh television station, WPTT. The majority of the ..... price w.. financed
through a term note of ••000,000 and a $1,000,000 M.IbordInattd convertible debenture to CRI. The
debenture is convertible for up to 80% of the nonvolng CIPtaI steck of WPTT, subject to FCC approval.
The term note is secured by all of the 88HtI and~ing stock of the newfy incorporated station.
The gain of $5.233,000. net of the investment In WPTT at the .... date. was deferred until the
realizability of the relllted notel was determined to be probable. Related to the salt of WPTT. CRI has
entered Into ItaH agreements whereby the new owner of WP1T rents usage of the tower and the
station building owned by CRt

In March 1., CRI uaigned the rights to the "000.000 term note received from the salt of
WPTT, plus acc:ruect lntIrIIt, to..the former rnajortIy I1IOCkhafdIt'I of SSG In exchIIngt for S50,OOO in
cash and a note for ".151.000. The new note b-. I".. at 7.21 % and requireI Im.-t only
payments through Slptlmbtr 2001. Monthty pr'.... PltYm....~ '101.000 plUllntere8t are payable
beginning November 2001 until september 2001•• which ttme .... rtmIIIning principii baIanCt plus
accrued IntereM. if any, il due. The deferred _ ~ ....,481,000 related to the "'000,000 note wu
recognized in 1992 u the realizability from the for'mer stoekhoIders (to whom SSG owed $13.117.000
as of December 31, 1992) was determined to be probable. Thll amount wu recogniZed u additional
paid-in capital due to the related party nature of the transaction.
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During 1992. the 51,000.000 subordinated convertible debenture received from the sale of WPTI
was assigned to SSG's current stockholders in exchange for 5100,000 in cash and a $900,000 note
which bears interest at 7.9%. As the remaining note is due from current stockholders, the portion of the
gain related to the original $1,000,000 debenture is being recognized as a capital contribution as cash
is received. For the year ended December 31, 1992. and the six months ended June 30. 1993, 590,000
and $25,000, respectively, were recognized as additional paid-in capital.

In conjunction with the WPTI transaction, on August 30, 1991, CRI purchased substantially all of
the assets of another Pittsburgh television station, WPGH. The results of operations of WPTI through
August 30, 1991 and the results of operations of WPGH from August 30. 1991 through December 31,
1992 are included in the accompanying consotld.-ct financial statements. CRI pald 555,000,000 for
WPGH which included approximately $11,651,000 for property and programming costs and $9,993,000
of acquired intangible broadcasting assets. A deferred tax liability and corresponding additional good­
will of $1,950.000 was also recorded due tod~ betwHn the book and tax basis of the acquired
assets. The remainder was allocated to other intlnglbte use" based upon an independent appralsal
and is being amortized over periods ranging from 3 to 25 years.

In January 1992, WPGH entered into a rrt8I1agement agreement wtth Keyser Communications. Inc.
(KCI), an amllated company owned by the atoekholderl of the Company, whereby WPGH places on
WPlT certain of WPGH's excess prcgrammi'1O on behatf of 1<01. Program contrad8 deemed to have
no value to WPGH~e utilized under this~ during 1992 and 1993. AmortIzed coet ancI net
book value as of the beginning of the yeer for thae contracts w.... approximately $1,480.000 and
$1,200,000 in 1992 and .95,000 and $15,000 for the six months ended June 30, 1993. reepecttvety.
In consideration for this programming, WPGH..".. 10% cammiUion on all net revenu.. generated
for this and other progrBmming plus the promotional UN of Illy unsold Inventory on WPTT. Any out­
of-pocket expen.. are reimbursed by Kel. Idthough WPGH doeI pay for commll8lona .-ned an the
sales. CommlSlion8 8lId retmbursementl. net of COft'lft '..toni paid. 01 approximately $112.000 in 1992
and $54,000 during the six months ended June 30, 1883, IIld promotional commercial Inventory V8Iued
at approximately $40,000 In 1992 and $17,000 during the six months ended June 30. 1993, were
received under this arrangement.

9. EMPLOYEE alNl!FIT PLAN:

The Sinclair BroadcMt Group, Inc. 401 (k) proftt IhMng pIM 8nCI trust (the SSG Plan) covers
eligible employ... of each of the Compani... ContrIbUtIons made to the SSG Plan include an em­
ploy.. elected satary reduction amount. compMy rnIICtIlng contributions and • dllcretlonay II'I'IOUnt
determined each year by the Board of Dtrectorl. The Company's 401 (1<) expenM for the thrw months
ended December 31, 1910, the y..... ended December 31. 1991 and 1992, and for the siX month.
ended June 30, 1982 and 1993. were $11.000, $79,000, $109.000, .,000 and ••000. respectlYely.
There were no dlsc:r'etloMry contributions during theM periods.

10. CONTtNGINC_ AND OTHERCO~:

Lawluill and cIIIImI ere filed against the CompInIII from time to time In the ordInay oou.... of
busin.... TheM ...... In various prellmtn8I)' ' Md no judgmentl or decIain hIIW been
rendered by h.-tng~ or cour1l. M."..".m, reYiM',,-,g dewIopmentl to d.- wIh IegIII
coun.... Ie of the opin6on that the outcome of IUCI"I mailers will not have • material .... effect on
the Companies' ttnanc:tat poIltion or results of Of*don"

•
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The Companies have entered into operating leases for certain automotive and office equipment, a
parcel of land and WITE's broadcasting tower facility under terms ranging from three to ten years. The
rent expense under these leases, as well as certain leases under month-to-month arrangements, for
the three months ended December 31,1990, the years ended December 31,1991 and 1992, and the
six months ended June 30, 1992 and 1993, aggregated approximately 5258,000, 5268,000, 5239,000,
$120.000 and $108,000, respectively. Future minimum payments under the leases are as follows (in
thousands-) :

1993
1994
1995
1996

$118
117

21

11. TRANSACTlONS WITH FORMER OFFICERS:

In December 1986, the Companies entered into certain not-to-compete agreements with a former
otrlcer in the aggregate amount of $345,000 per year. This agreement ended May 1993.

On January 1, 1988, the Companies Issued a note payable to another former officer In the amount
of $4,000,000 in consideration of a stOCk redemption. This note payabte matured and was repaid in
February 1992, along with Interest due in arrears for this note.

Also during 1990, the Companies paid $5,979,000 to thl8 former ofIIcer In consideration of a stock
redemption and extensions of the existing not-to-eompIte and consulting agreements through 1993. As
this transaction wu a 1InaI redemption related to a _ llCquilition which began In 1986, this redemp­
tion was also accounted for under the purchue rn-.od of accounting. AJa such, the agreement resulted
in additional recorded acquired int~nglble broactc.ting assets of $1,242,000 and other assets of
$4,800,000 in the Companies' 1990 financial statements.

On January 1, 1988, the former otrJcer atlo Jc.ned the Companies $363,000, through a term
promissory note. This note also matured February 1982. Interest on these notes accrued at 5.5% per
annum to be paid annually. Additional interest of 10.5% per annum, on the unpaid principal balance,
was paid at maturity along with the entire principal portion.

Additionally, the Companies entered into VMoul con.uJtIng and not-to-compete agreements with
this former officer and a _tied consulting compMy. Under th... agreements, annual consuJtlng fees,
which were guaranteed by CAl and WBFF, of $583,000 and aggregate not-to-compete payments total­
ing 52.657,000 were payIIbIe through 1991. Payrnentl under theM agreements were $2,157,000 and
52,512,000 during 1911 and 1992, respectively, wtIh the final payment made in February 1992.

The expense unct. thee. agreements Is being recorded on a strIight-line buts over the life of the
agreements and is recorded in the COrT1J)8nIel'~ IIatIment of operations wtthln the respec­
tive expense ctaIIIftc:IItkH to which they relate. ExpInIee recorded In excess of cash payments are
recorded .. accrued I/8biHties. Expenses recorded under these agreements were $2,525,000 in 1991
and 1992.

12. LIFE INIURANCa "'OCEEDS:

In May 1993, the CompMy received life InsulW1Cl proceed. In exceu of the c:arrylng value of the
related pollcie. of approximately $844,000. This nontaatH gain hu been recorded u other income.

F·18



•

13. ACQUISITION OF WPGH:

The unaudited pro forma summary consolidated results of operations for the three months ended
December 31, 1990, and the year ended December 31, 1991, assuming the acquisition of WPGH and
the sale at WPIT had occurred on October 1, 1990, is as follows (in thousands):

1990 2!!!
(Unaudited)

$15,066 $56,547Revenues, net .
Operating expenses, net of depreciation and am-

ortization .
Depreciation and amortization .
Other expenses, net .
Benefit for income taxes .
Net loss .

14. SUBSEQUENT EVENTS:

8,168
5,726
3,338

(800)
$ (1,366)

30,168
23,327
14,311
(3,300)

$ (7,959)

Acquisitions

Subsequent to June 3D, 1993, the Company em.red into an agreement with AeRY Communica­
tions, Inc. (ABRY) to purchue two of their ItIIIIOnI tor an ...... purch8le price of approxirnately
560 million, plus approXimately SS6 mtllion for covenIntI not-to-compete In these and the Company's
current mari<ets. These two stations, both of which are Fox afftllatlS, are WCGV in Milwaukee, 'MIcen­
sin, and WTTO in Birmingham, Alabama.

The Company has also entered into ..... to purchue the program contraet8 and certain
other assets of television station WNUV in e.ltimore, ~d, and WVTV In Milwaukee, WisconSin.
These agreements are for an aggregate purchUe price of approxtmateIy $65 mHIIon. The Company will
not be acquiring the FCC license and certain oth« related ..sets of either station.

A standby letter of credit has been isaued In the M10Unt of $6,250,000 and placed with·an escrow
agent to hold for the ABRY acquisitions. ReatrIcttonI against the Company's revoMng line of credit In
that amount are in place as long as the letter of credit remains open. The execution of the letter of credit
is limited to specific breaches of the agreemem..

Bonuses Declared

In September 1913. the Company dectared~ bonuHe to be paid to executive offtcers total­
ing 510,000,000. As the bonUie. werecom~ for vMous put servtces, the totll amount has
been recorded as compensation expense during the six months ended June 30, 1993 and has been
accrued as of June 30, 1993.

..
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONSOUDATIO BALANCE SHEET
AS OF SEPTlM8ER 30, 1993

(in thousands)

ASSETS
CURRENT ASSETS:

Cash and cash equivalents .
Accounts receivable, net of allowance for doubtful accounts of $575 .
Refundable income taxes .
Current portion of program contract costs .
Deferred barter costs .
Prepaid expenses and other current assets .
Deferred tax asset .

Total current assets .
PROPERlY AND EQUIPMENT, net .
PROGRAM CONTRACT COSTS, noncurrent .
LOANS TO OFFICERS AND AFFILIATES, net of deferred gain of 5620 in 1993 .
OTHER ASSETS .
ACQUIRED INTANGIBLE BROADCASTING ASSETS, net .

Total Assets ' .

UAalUTIES AND STOCKHOLDERS' EQUITY
CURRENT UABILITIES:

Accounts payable .
Accrued Iiabiliti .
Current portion of long-term liabilltles-

Notes payable and commercial bank ftnandng .
Capital Ie payable .
Notes and~ leull payable to afftliates ..
Program contracts payable .

Deferred barter revenues .

Total current liabilities .
LONG-TERM OBUGATIONS:

Notes payable and commercial bank financing ..
Capital Ie.. payabte .
Notes and C8PIII '- payable to affiliates ..................•.•.•...........
Program contraetl~ .
Deferred taxes payabfe ................................•.....••.••.......•..
Deferred gains .

COMMITMENTS AND CONTINGENCIES (Note 3)
STOCKHOLDERS' EQUITY

Common stock, $.01 per value, 25.000,000 shares authorized and 691,980 shareS
issued and outItanding .................................••.......•........

Additional piid-in capital .......................•.........
Accumulated deficit .

Total stockholders' equity .................................•...•.........

Total UabHltie8 and Stockholders' Equity ................•.•.•.............

$ 2,428
13,979
1,537
6,056

688
953
450

26,091
12,754
5.144

12,934
4,343

63,492

$124,758

S 1,284
3,684

10.874
756
621

12,526
713

30,458

71,063
1,246

18,437
8,134
1,219

280
131,431

1
4,746

(11,432)

(6,679)

$124,758

The accompanying notes are an Integral part of this unaudited consofldatecl balance sheet.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONSOUDATED STATEMENTS OF OPERATIONS
FOR THE NINE MONTHS ENDED SE'TEMBER 30,1992 AND 1993

(In thous.nds)
1993

REVENUES:
Advertising revenues, net of agency commissions of $6,801

and $7,785 .
Revenues realized from barter arrangements .

Net broadcast revenues .

OPERATING EXPENSES:
Program and production .
Selling, general and administrative , .
Amortization of program contract costs and net realizable value

adjustments .
Depreciation and amortization of property and equipment .
Amortization of acquired intangible broadcasting assets and

other assets ' .
Special bonuses paid to executive officers .

Broadcast operating income .

OTHER INCOME (EXPENSE):
Interest expense .
Interest Income .
Other Income .

LOSS BEFORE BENEFIT FOR INCOME TAXES ...........••

BENEFIT FOR INCOME TAXES ..........................•.

NET LOSS BEFORE EXTRAORDINARY ITEM .

EXTRAORDINARY ITEM - GAIN ON PURCHASE OF
WARRANTS .

NET LOSS .

$40,441
5,129

45,570

12,179
8,377

11,841
2,003

9,634

44,034
1,536

(9,972)
864
79

(9,029)

(7,493)

1,399

(6,094)

S (6,094)

$45,768
5,523

51,291

12,224
9,104

6,999
1,879

8,422
10,000
48,628

2,663

(8,574)
772
850

(6,952)

(4,289)

80

(4.209)

1.257

S (2,952)

The accompanying notes are an integral part of theae unaudited consolidated statements.

•

F-21



Togi
Stockholders'
~

$(3,765)
38

(2,952)
$(6,679)

$ (8,480)

(2,952)
$(11,432)

Accumullited
~

Co"",*,
~
$7

SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY

FOR THE NINE MONTHS eNDED SEPTEMSER 30, 1993
(in thou••ndl)

Additional
P.1d-In
2!!!!!!
$4,708

38
BALANCE. December 31, 1992 .

Realization of deferred gain .
Net loss .

BALANCE, September 30, 1993 .

The accompanying notes are an integral part of this unaudited consolidated statement.

..
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTEMBER 30,1902 AND 1993
(In thouNnda)

8,422

1,879

3,492
263
524
(938)
(186)
(681)
700

(255)
1,075
(175)
728
398

1,771

6,999
(844)

1,546
(73)

(1,257)
(6)

(23)
(6,350)
10,515

$ (2,952)

25,000
(10,350)

(25,849)
(283)
(199)

(11,681)

605
1,823

$ 2,428

(268)

(732)
101

(889)

2,003

9,634

1,375
(79)

8,036

482
(822)

1,367
(7,519)

(320)
(1,510)

(300)

(240)
(7,501)
2,317

11,841

$ (6,094)

(9,928)

(155)

(2,045)

(627)
1,381

$ 754

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss .
Adjustments to reconcile net loss to net cash flows from operating

activities -
Depreciation and amortization of property and equipment .
Amortization of acquired intangible broadcasting assets and other

assets .
Amorttzatlon of program contract costs and net realizable value

adjustments .
Galn on life insurance proceeds ..
Amortization of debt discount .
Realization of deferred gain .
Gain on purchase of warrants .
Gain on sale of .

Changes in assets and liabillties-
Deer in accounts receivable, net .
(Incr ) decrease in refundabl. incom. tax .
Decrease In prepaid expenses and other .
Decrease in accounta payable and accrued 1i8blllties - .
Decreas. in income taxes payable .
Decrease in deterred taxes payable .
(Increase) deere•• In deferred tax asset ..........••.........
Net effect of increaH in deferred barter revenues and change in

deferred barter COltS .•.........................••••...•.•
Payments on program contraet8 payable ..

NET CASH FLOWS FROM OPERATING ACTIVITIES .

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property and eqUipment ..
Proceeds from life insurance benefits .
Loans to officers and atIIIlates .
Repayment of 10_ to offtcers and affiliates ............•.......
Proceeds from dispoalll of assets .................•...••••....•

NET CASH FLOWS FROM INVESTING ACTIVITIES .

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notw payable and commercial t.'Ik financing •....
Purchase of warrants •.........................•.•......••••..
Repayments of noMe payable, commercial bank ftn8ncing and cap-

it.. ,..... ..............••..............................•.•
Paym.... 101' deferred tlnenclng costs ...............•.........•
RepaynwdI of ra. Ind CIPitat 'eues to affiliates ...•.........

NET CASH FLOWS FROM ANANCING ACTIV1T1ES ....••••....•.

INCREASE (DECREASE) IN CASH ......................••...•••
CASH, BEGINNING OF PERIOD ........................•••...••

CASH, END OF PERIOD .............................•..••..•.•

SUPPLEMENTAL DISCLOSURE OF CASH PAID FOR:
Interest.... .'. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,. $ 6,525

Income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . $ 458 $ 500
The accompanying notes are an integral part of th... unaudited conlOlldated statements.
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SINCLAIR BROADCAST GROUP, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOUDATED FINANCIAL STATEMENTS

SEPTEMBER 30, 1"2 AND 1993

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

The accompanying unaudited consolidated financial statements, prepared on the accrual basis of
accounting, include the accounts of Sinclair BrOlldcut Group, Inc. (SBG), Commercial Radio Institute.
Inc. (CRI), Chesapeeke Television, Inc. (WBFF), WPGH, Inc. (wpGH) and WTTE Channel 28. Inc.
(WTTE) and all other subsidiaries. Through Augult 1_, CRI was a wholly-owned subsidiary of SBG,
and WBFF. WPGH and WTTE were wholly-owned sublid.... of CRI. In September 1993, CRI was
merged into SBG. The companies mentioned aboVe, which are collectively referred to hereafter as "the
Company or Companl..... own and operate televt8ton stattons In Baltimore, Maryland; Pittsburgh,
Pennsylvania; and Columbus, Ohio.

Interim Financial Statements

The consolidated lInancial statements for the nine monthS ended september 30, 1992 and 1993
are unaudited, but In the opinion of manlglt'Mftt, such ftn..aal statements have been presented on
the same basis as the audited consolidated ftnlnCilll ...mentllnd Include aN adjustments, conslstlng
only of normal recurring adjustments necessary for a fair presentation of the flnanciel poattIon and
results of operations for these periods.

These financial statements do not include .. etiIdoIureI normaJty Included wtth aud... consoli­
dated financial statem.nts as permitted under the appftcabIe rutee and regulatlonl, and, accordingly,
should be read in conjunction with the notes contIIined In the conaoIkIated t'In8nc:IaJ statem.nts and
notes thereto as of December 31, 1990, 1991 and 1992, June 30, 1992 (unaudited) and 1993.

Programming

The Companies have agreements wtth distributors for the rights to televilion programming ov.r
contract periods which generally run from one to MVen yt*S. Comraet payments are mad. in install­
ments over terms that are gen.relly shorter than the cor ItrlCt period. Each contract is recorded as a
liability when the license period begins and the program II avdable for Its first showing. Th. portion of
the program contrada payable due within 0fI8 year il retlec3d as a current liability In the accompany­
ing consolidated financial statements.

The rights to progI"M1 materials are reIec:ted In the 8CCQmpMytng conaoUd...d bIIance shMta at
the lower of unamorltzed COlt ore~ net ,..MzItbIe VIIIue. Eatimated net ,...".,. vaIueI are
based upon rnanagement'l expectatIan 01 future advertIIIng I'8YenueI to be generated by the program.

Due to prograrnnWIg commitments entered ink) In 1" certlin progrwn co,lbaetl acquired in
connection wtth the acquiIition 01 WPGH weN 1entIy detMnined to have no value to the Com-
panies. Approximlitely 12,500,000 of chll'gH Included In .morttzIdIon 01 progt'Im contract costs
and net realiZable value adjustments during the nine months ended September 30, 1982 related to
these contracts.

.I

2. RELATED PARTY TRANSACTIONI:

In January 1992, WPGH entered Into • mal ......".wtIt1 Keyser ComrnunicIIon8, Inc.
(KCI) , an affiliated c:ompMy owned by the IFI 01 the CompMy,~ WPGH pIIceI on
WPTT, another t....kJn stIItIon in PIItIbufVh bmerty owned by the CompMy, certIi1 01 WPGH's
excess programming on behlJf of KCI. Progr8m w .... dllrned to haw no v-... to WPGH were
utilized under this arrangement during 1982 and 1913. AmortIzed COlt and net book value as of the
beginning of the year, or the contrad purchase date (for current period acIdltlons), for thes. contracts
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were approximately $1.460,000 and $1,200,000 for the nine months ended September 30, 1992 and
$981,000 and $371,000 for the nine months ended September 30, 1993, respectively. In consideration
for this programming, WPGH earns a 10% commission on all net revenues generated for this and other
programming plus the promotional use ot any unsold inventory on WPn. Any out-ot-pocket expenses
are reimbursed by KCI, although WPGH does pay for commissions earned on the sales. Commissions
and reimbursements, net of commissions paid, of approximately 584,000 and $76,000 during the nine
months ended September 30, 1992 and 1993, respectively, and promotional commercial inventory
valued at approximately $30,000 and $26,000 during the nine months ended September 30, 1992 and
1993, respectively, were received under this arrangement.

In September 1993, the Company entered Into "I leaseback transactions In which they sold land
and certain facilities to GersteU DeVelopment Umilld Partnership (Gerste"), an entity wholly owned by
the stockholders of SeG, and then leased the land and facilities under noncancelable capital leases
which expire in 2000.

The Company sold this land and a tower In Ptttaburgh.. Pennsylvania to Gerstell for $100,000 in
cash and a 52,100,000 note which approximated the Company's net recorded historical cost for these
assets. The note is payable interest only in the first year with principal and Interest payments of $15,674
beginning November 1994 at an interest rate of 6.18% per annum ending October, 2013. The WPTT
tower facility in Monroeville, PA was also solei to Gerste" in september 1993 for $115,000.

The commercial bank has retained Its security Interest in the facility. In return, SeG is guaranteeing
a $2,000,000 construction loan for Gersten for use in constructing a new tower in Pennsylvania.

In September 1993 several officers repaid $651,000 of loans which had been made to them by the
Company. These loans had been included in Loans to omcers and Affiliates.

3. CONTINGENCIES AND OTHER COMMtTMaNT8:

Lawsuits and claims are filed against the Companies from time to time In the ordinary course of
business. These actions are in various preliminary ...... and no judgments or decisions have been
rendered by hearing boards or courts. Management, aftlr revlewtng developments to date with legal
counsel, is of the opinion that the outcome of such matters will not have a material adverse effect on
the Companies' financial position or results of operations.

4. ACQUISmONS:

In August 1993, the Company entered into an IIgNImInt with AIRY Communlcllionl. Inc. (AIRY)
to purchase two of their -.ana for an aggreglt. purchIIe price of~ • millon, plus
approximately $58 mttIon 101' covenants not-~ In theIe and the ComJ)MY'1 cUrrent marte8tl.
These two stations, both of whtch are Fox atrlNataI, ate WCGV In Milwaukee, Wiecanain, and WTTO In
Birmingham, A1ab8ma.

The Company hal .-0 entered into agreements to purc:hall the program COiibadi and certain
other ...... of t8Mv11ian stadonl WNW in BIItimore, MaryIMd. Md WVTV In MIIwaIk... WIKonIin.
These~ are for an aggregate purchase price of approxJmately • million. The Company wttl
not be acquiring the FCC IiclnH and certain other rel*d ...... of lither station. The acquiIitIonIlIl
SUbject to FCC appI'OWI. SCrtpg8 Howard~ CompIny hal filed a petition to deny the
application to auign the IIcInH of WNW to ., .... of the Company. Although the CompIny
believes that the proposed acqutsmon. do not v1ot8te current FCC regutatJona, there can be no assur­
ance that FCC consent to the transactions will be obtained•.

A standby litter of CNdtt hal been iUued in the 8ITIOUnt of ".210.000 and ptMed with ., eecrow
agent to hold for the ABRY acqulaltlons. Restriction. against the Compeny's revoMng line of credit In
that amount are in place. long as thl letter of credit remains open. The exlCUtlon of thl letter of credit
is limited to specific breaches of the agreements.
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5. BONUSES DECLARED:

In September 1993, the Company declared and paid special bonuses to executive officers totaling
$10,000,000. As the bonuses were compensation for various past services, the total amount has been
recorded as compensation expense.

6. WARRANT PURCHASE

In September 1993, the Company purchased the remaining warrants outstanding for 59,000,000.
The carrying value of these warrants as of the date of the purchase was $10,059.000. The Company
recognized an extraordinary gain on the purchase of these warrants of $1,059,000.

•
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Report of Independent Accountants

To the Partners of B8M Partners, L.P.

In our opinion, the accompanying financial statements listed In the Index on page F·1 present fairly, in
all material respects, the financial position of 88M Partners, L.P. at December 31, 1992 and 1991, and
the results of its operations and its cash flows for the years then ended in conformity with generally
accepted accounting principles. These financial statements are the responsibility of the Partnership's
management; our responsibility is to express an opinion on these financial statements based on our
aUdits". We conducted our audits of these statementl in accordance with generally accepted auditing
standards which require that we plan and perform ~ audit to obtain reaaonable assurance about
whether the financial statements are free of mateMI mtatattment. An audit inclUdes examining, on a
test basis, evidence supporting the amounts .,d diIcIoIures In the ftn.,aal statements, assessing the
accounting principles used and significant estImateIl'Mde by management, and evatuatlng the overall
financial statement presentation. We believe that our audits provide a reasonable basis for the opinion
expressed above.

Price Watemouse

Boston, Massachusetts
March 22, 1993

•
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B8M Partners, LP.

Balance Sheet
December 31,

1H1 1912
(In thoullndl) -

A.sets

Current assets:
Cash and cash equivalents .
Accounts receivable, less allowance for doubtful ac-

counts of $151 in 1991 and $206 in 1992 .
Due from related parties ..
Broadcast rights, net .
Prepaid expenses .

Total current assets '.
Property and equipment, net .
Broadcast rights, net .
Goodwill, net " .
Other intangible assets, net .

Uabllltl.. and Pertn.,.' capital

Current lIab1ltt1es:
Current portion long-term debt .
Accounts payabte .
Accruede~ .
Interest payable .
Due to retated parties .
Broadcast rights payable .

Total current lIabltltt.. . .
Broadcast r1ght1 payabte .
Long-term debt .
Partners' capttaI .
Commitments and contingencies (Note 8) .

$ 386 $ 2,925

5,540 5,276
151

8,741 6,641
66 109

14,884 14,951
16,835 14,736
9,955 6,631

18,565 18,085
3,397 2,889

$63,636 $57,292

$ $ 1,500
431 454

1,366 1,693
1,466 371

672 589
4,464 3,982
8,399 8,599
2,011 2,241

59,201 56,537
(5,975) (10,085)

$63,636 $57,292

The accompanying notes are an integral part of th..e financial statements•

..
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